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LIMITED OFFICIAL USE SAN SALVADOR 2463 

E.O. 11652: N/A 

TAGS: ETRD, EAGR, ES 

SUBJECT: RESTRICTIONS ON COFFEE SALES 

REF: STATE 111015 

1 . GOES HAS TAKEN NO OVERT OFFICIAL ACTION TO RESTRICT 
COFFEE SALES. PATTERN OVER LAST YEAR WHEN PRICE DROPS 
OCCURRED (SPRING OF 1976 AND JANUARY, 1977) HAS BEEN 
FOR SALVADORAN COFFEE COMPANY TO EXERCISE ITS RIGHT TO 
BUY COFFEE FROM PRIVATE EXPORTERS WHO PROPOSE TO SELL AT PRICES 
DEEMED BY COMPANY TO BE LOWER THAN WORLD MARKET LEVEL. IN EFFECT, 
COMPANY SPECULATES ON RENEWED PRICE INCREASES, AN OPERATION 
WHICH ITS CURRENT STRONG FINANCIAL POSITION MAKES IT WELL ABLE 
TO DO. THIS IS ALSO DEFENDED AS REVENUE PROTECTION MEASURE, 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 SAN SA 02463 252142Z 

SINCE EXPORT TAX IS ASSESSED ON NEW YORK PRICE. HOWEVER, THIS 
DOES NOT APPEAR TO BE IMPORTANT FACTOR AT PRESENT TIME SINCE, 

AT THIS STAGE OF CROP CYCLE, LITTLE COFFEE REMAINS IN PRIVATE 
HANDS HERE. ALSO. ROASTERS ARE REPORTEDLY NOT BUYING. 

MOST COFFEE NOW MOVING OUT OF EL SALVADOR WAS CONTRACTED FOR 
SALE IN FIRST QUARTER. MILLS ARE NOW PROCESSING COFFEE FOR 
ACCOUNT OF COFFEE COMPANY FOR EXPORT DURING NEXT TWO MONTHS. 
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2. IN SPITE OF DIP IN WORLD PRICE, COFFEE COMPANY HAS NOT 
REDUCED ITS PRICE TO GROWERS. PRIVATE BUYERS MUST MEET OR COME 
CLOSE TO COMPANY'S PRICE. AGAIN, THIS HAS LITTLE CURRENT 
SIGNIFICANCE SINCE MOST GROWERS HAVE ALREADY SOLD. 

COMPANY ARGUES (A) THAT LOWERING PRICE TO PRODUCERS WOULD HAVE 
ADVERSE LOCAL POLITICAL EFFECTS, AND (B) THAT PRICE TO GROWERS 
HAS LITTLE SIGNIFICANCE AT PRESENT TIME SINCE MOST HAVE SOLD. 

MAIN REASON IS PROBABLY THAT LOWERING PRICE TO GROWERS WOULD 
CONTRIBUTE TO FURTHER DROP IN WORLD PRICE, GIVEN CURRENT 
PSYCHOLOGY OF MARKET. 

LOZANO 
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